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CUOUNSOLIDATED STATEMENT 
OF EARNINGS# 


For six 
months ended June 30 
1969 1968 


INCOME 

Transportation revenue - - $ 54,616 

Other income - - - - - 374 
$ 54,990 


EXPENSES 
Operating and administrative $ 12,155 
Taxes, other than income - 


Depreciation and 
amortization - - - - - 


Interest - - - = =- = = 


Earnings before income taxes 
Provision for income taxes - 
Netearnings - - - - - 


Net earnings per share - - 


CONSOLIDATED STATEMENT 
OF SOURCE AND 
APPLICATION OF FUNDS#* 


SOURCE OF FUNDS 


Earnings for period - - $ 11,422 | . 
Depreciation and | Q VA RT E R LY R E P O RT 
amortization - - - - 7,951 : gee 


Deferred income taxes. - 53595 

Debentures issued - - - — 

Bank term loans - - - 30,179 
$ 53,147 

APPLICATION OF FUNDS 

Dividends - - - - - 

Capital expenditures - - 

Long term debt reductions - 

Otheri(het)e<0-) = =) = = 


$ 66,062 

Change in Working Capital- $ 3,741 $ 35,085 
Working capital—January 1- (40,335) (10,277) 

Working capital—June 30 - $ (36,594) § 24,808 

*Unaudited, $000’s omitted. See 


Interprovincial Pipe Line Company 
and its subsidiary companies 


REPORT FOR SIX MONTHS ENDED 
JUNE 30, 1969 


TO THE SHAREHOLDERS: 


OPERATING AND FINANCIAL 


As expected, the record level of throughput (811,533 
b/d) achieved in the first quarter of 1969 was not main- 
tained in the second quarter. More refineries than usual 
in Western Canada and Ontario shut down for regular 
maintenance during the quarter and the United States 
refineries reduced their nominations to close to the 
quantities agreed to between Ottawa and Washington. 
As a result, deliveries of crude oil and natural gas liquids 
in the first half of 1969 were only 5% higher than in the 
corresponding period in 1968. Barrel miles were 2.5% 
greater. 


DELIVERIES (barrels per day) First six months 


1969 1968 

Western: Canada crm rence rece 108,811 108,035 
WnitedeStatestemmentrtcctie ne cer 300,349 264,820 
Ontario means sc ccctec elects crater as 343,089 344,845 
752,249 717,700 

Barrel Miles (millions)........... 174,248 170,034 


As indicated in the Consolidated Statement of 
Earnings shown on the last page of this report, the addi- 
tional revenue generated by the increased volumes— 
combined with the 5% reduction in operating expenses 
that was realized—was not sufficient to offset the higher 
interest expense, depreciation and property taxes arising 
from the $114 million expansion program undertaken in 
1968. Consequently, earnings at $11.4 million, equiv- 
alent to 45¢ per share, were slightly less than in the 
corresponding period in 1968. The $637,000 reduction 
in operating expenses was largely the saving in fuel and 
power costs which resulted from having the new line 
from Superior to Griffith, Indiana in operation. A 
further substantial saving in fuel and power costs will be 
realized when this line is extended to Sarnia in late 1969. 


CONSTRUCTION 

The current $77 million expansion program is well 
underway. The 170 mile 34-inch looping program in 
Western Canada, which will complete the third line 
between Edmonton and Superior, is ahead of schedule 
and it is expected that the new 290 mile 30-inch line from 


Griffith, Indiana to Sarnia will be completed and in 
operation by the end of the year. 


ALASKA DISCOVERY 


The developments on the North Slope of Alaska and 
the effect that the marketing of this newly found produc- 
tion might have on Interprovincial’s future operations is 
being closely followed by Management. As a pipe line 
through Canada might have a place in the marketing of 
this crude and any production that might be found in the 
Canadian Arctic, your company has recently joined with 
Trans Mountain Oil Pipe Line and four leading oil 
companies in forming Mackenzie Valley Pipe Line 
Research Limited. 


The purpose of the new company is to determine the 
technological and economic feasibility of constructing 
and operating a large diameter crude oil pipe line from 
the North Slope of Alaska through the Yukon 
and Northwest Territories, generally paralleling the 
Mackenzie River, to Edmonton where it would connect 
with the existing Interprovincial and Trans Mountain 
pipe line systems. The results of the study, which is 
expected to cost about $1.5 million, should be available 
shortly after the first of the year. 


GENERAL 

The complaint filed by Clark Oil & Refining Corpora- 
tion with the Interstate Commerce Commission of the 
United States against Interprovincial and Lakehead for 
failure to publish a tariff and deliver Canadian crude oil 
to its refinery in the Chicago area has been heard by a 
Commission Examiner. No decision has been handed 
down, however. In the Stipulation and Agreed State- 
ment of Facts it was agreed that, in the event the Com- 
mission finds in Clark’s favour, money damages would 
not commence until after the date of the Commission’s 
final order. 


Mr. D. R. Walker resigned from the Board of 
Directors in June and on July 30 Mr. W. P. Wilder, 
President of Wood Gundy Securities Limited, was ap- 
pointed to the Board to fill his unexpired term. Mr. 
Walker was one of the original directors of the com- 
pany and contributed greatly to its success. His advice 
and guidance on financial matters was particularly 
appreciated. 


DIVIDENDS 


On July 30 your Board of Directors declared a 
quarterly dividend of 18¢ per share payable September 2 
to shareholders of record August 7, 1969. 


Edmonton, Alberta 5% 


August 8, 1969 President 


iw 


INTERPROVINCIAL PIPE LINE COMPANY 


REPORT OF THE 


‘TWENTIETH 
ANNUAL GENERAL MEETING 


OF SHAREHOLDERS 


TORONTO, ONTARIO 
APRIL 9, 1969 


INTERPROVINCIAL PIPE LINE COMPANY 
ANNUAL GENERAL MEETING 
PROCEEDINGS 


Interprovincial Pipe Line Company's Twentieth 
Annual General Meeting of Shareholders was held on 
April 9, 1969 in the Ontario Room at the Royal York 
Hotel, Toronto, and was chaired by Mr. D.G. Waldon, 
President of the company. Approximately 135 persons 
were present, of whom 104 were shareholders. Manage- 
ment and the Board are indeed gratified by the continued 
support of shareholders. Over 75%, of the shares out- 


standing were represented in person or by proxy. 


In addressing the meeting, Mr. Waldon dealt with 
many phases of the company’s present and future oper- 
ations and construction plans. His remarks have been 
printed for the benefit of those shareholders who were 


unable to attend. 


In accordance with the requirements of the Ontario 
Securities Act, a poll vote was taken to confirm By-Law 
No. 33 which provides for an Employee Incentive Stock 
Option Plan. Of the 19,196,548 votes cast, 99.6%, 
were in favour of the By-Law. Other business trans- 
acted during the meeting included approval of Directors’ 
Report to Shareholders and financial statements for the 
year 1968, re-appointment of Price Waterhouse & Co., 
as auditors of the company and re-election of the 


present Board of Directors. 


At the Board of Directors’ Meeting following the 
Annual General Meeting the officers of the company 
were re-elected or re-appointed. 
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PRESIDENT’S REMARKS 


Ladies and Gentlemen: 


This is the 20th Annual General Meeting of 
Shareholders of Interprovincial Pipe Line Com- 
pany. It hardly seems possible that twenty years 
have passed since the company was incorporated 
but this must be the case as the balance of the 
original twenty-year bonds fall due at the end of 
the year. The interest rate on these bonds is 34,%. 
How times have changed! 


The first Annual General Meeting of Share- 
holders was held in the offices of The Royal Trust 
Company in Toronto on April 14, 1950. Dr. 
Oliver Hopkins—the company’s first president— 
presided and the records show that thirteen of the 
then fifteen shareholders were present in person or 
represented by proxy. Only one debentureholder 
had converted to stock by that time and he had 
failed to send in his proxy. The other missing 
proxy was that of one of the original oil company 
shareholders. Its representative was present—as a 
matter of fact he was a director—but he forgot to 
bring the proxy! 

It is to be recalled that only a few shares were 
issued initially. The original equity was raised 
almost entirely by the sale of 4% convertible 
debentures. 


Tom Johnston and Denzil Walker were directors 
at that time. The rest of us joined the board later— 
some of us exceedingly more recently than others. 


At that first meeting Dr. Hopkins reported on 
the status of the financing that the then new com- 
pany had arranged. He also commented on right- 
of-way procurement, pipe deliveries, and the con- 
tracts that had been awarded for the construction 
that was about to begin. In this respect things have 
not changed very much. Later in my remarks I 
will have something to say on all these subjects— 
as they relate to the current year’s expansion plans. 
I will also have something to say on the Alaska 
discovery and the effect it might have on Inter- 
provincial’s operations. 


But first a few words about 1968. In most re- 
spects 1968 was the most successful year in the 
company’s history. More oil than ever before was 
transported, a major expansion program was under- 
taken and largely completed and the modest in- 
crease in earnings forecast at this time last year did 
materialize. In this latter connection, I cannot 
resist reiterating what is stated in the Annual Re- 
port, namely, had income taxes remained at the 
same rates as in 1967, net income would have been 


98¢ per share rather than 92¢ per share. 


As indicated in the table on page 7 of the Annual 
Report, Ontario continued to be our largest mar- 
ket averaging 339,000 barrels per day. The increase 
in deliveries in the United States to 271,000 barrels 
per day was also very gratifying and is about what 
we anticipated. There is no question, however, 
that exports would have been higher had the 
United States refineries been free to import all the 
Canadian crude they wished to run. 


The United States refineries east of the Rocky 
Mountains are not free to import all the refinery 
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feed stocks they wish, however. In accordance 
with the terms of the U.S. Oil Import Policy, total 
imports into Districts I to IV in any given year 
from all sources, including Canada, are limited to 
12.2% of estimated U.S. domestic production in 
those districts. Canadian crude enjoys special status 
under this policy by virtue of the overland exemp- 
tion clause but it was always understood that 
restraint would be shown and that the growth 
in imports from Canada would be orderly. The 
alternative would likely be a quota system which 
would be much more rigid. 


This arrangement did not work out to the entire 
satisfaction of the United States authorities, how- 
ever, as became evident early in 1967 when our 
line to Chicago was proposed as part of the Cana- 
dian oil industry’s efforts to further increase sales of 
Canadian crude in the United States. Sales could 
not be increased unless our facilities east of Supe- 
rior were expanded. The result was that the Cana- 
dian government found it necessary to assure the 
United States authorities that it would use its best 
offices to restrict the growth in exports up to and 
including 1971 to what appeared at that time to be 
a reasonable level. 


The volumes agreed to are stipulated in the ex- 
change of diplomatic notes that took place between 
Ottawa and Washington in September 1967 which 
recently became public documents. The Canadian 
authorities also found it necessary to agree that no 
sales would be made in the Chicago area before 
1970, and Interprovincial in turn was required to 
assure the Canadian government that its proposed 
loop via Chicago was economically viable without 
deliveries in Chicago initially and that it was pre- 
pared to not connect with the Chicago refineries 
or quote tariffs to Chicago before 1970. 


This the company agreed to do as the “loop” 
concept is economically sound without deliveries 
in Chicago initially; and we were, and still are, 
convinced that a substantial market for Canadian 
crude exists in the Chicago area. We are also 
hopeful that the present restrictions will be eased 
in the not too distant future. 


Our confidence in a market for Canadian crude 
in Chicago was not long in being confirmed as 
evidenced by the complaint that Clark Oil & Re- 
fining Company has filed with the United States 
Interstate Commerce Commission. Clark operates 
a 65,000 barrel per day refinery in the Chicago 
area and notwithstanding the fact that they are a 
substantial shareholder in Capline, they want some 
Canadian crude, and they are not prepared to wait 
until 1970. What they are doing is challenging the 
validity of the intergovernmental agreement. The 
hearing is scheduled for April 14 in Washington 
and we are of course preparing to defend. 


At this point I would like to make it clear that, 
while we knew that discussions were taking place 
and that some kind of agreement was eventually 
entered into, we were not privy to the details. All 
we were told by the Canadian authorities was that 
the minimum export quantities we had specified 
as being necessary in order for us to proceed with 
our loop via Chicago would be possible—provid- 
ing the demand continued—and an indication of 
the growth in exports that would be acceptable to 
the United States authorities through 1971. Our 
own appraisal of the situation, compiled from infor- 
mation furnished by the shippers and an independ- 
ent study conducted by Stanford Research Institute, 
indicated that the demand was certainly there. 


In any event, having seen what could happen 
when the Middle East situation flared up in 1967 
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and realizing that at the worst the Chicago loop 
would represent a pre-investment of funds, we 
decided to go ahead with the first step of the 
new loop in 1968, namely a 34-inch line from 
Superior to Chicago. 


At this point you may wish to turn to the map 
on the centre-page of the Annual Report. As re- 
ported in the Annual Report, except for some 
clean-up work, the line to Chicago, actually to 
Tecumseh Pipe Line Company’s terminal near 
Griffith, Indiana, was completed towards the end 
of the year. Oil is now being delivered to the 
Detroit-Toledo refineries by connecting carriers 
via this line as well as by the company’s northern 
line via the Straits of Mackinac. This has freed 
space in the northern line for increased deliveries 
in Upper Michigan, Ontario and Buffalo. 


The last thing to be completed on the Chicago 
line was the overhead crossing of the Chicago 
Sanitary and Ship Canal which turned out to be 
much more complex and costly than we had anti- 
cipated. Two 34-inch lines were arched across the 
canal, one supporting the other. The arch is 
roughly 300 feet long and is 95 feet above the 
water. It weighs 105 tons. It was not as difficult a 
crossing as the 414 mile crossing of the Straits of 
Mackinac on the northern route but it is still quite 
an engineering feat, particularly as traffic on the 
canal could only be stopped for very short periods. 


Regarding our plans for 1969; to continue to be 
in a position to meet the increasing demand for 
Canadian crude another major expansion program 
is required. Capital expenditures are estimated at 
$77 million. 


As announced in September and outlined in the 
Annual Report, the two major projects consist of 
completing the third line between Edmonton and 
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Superior and completing the second line between 
Superior and Sarnia. The first-mentioned requires 
the installation of 170 miles of 34-inch pipe in six 
sections between Edmonton and Regina and com- 
pleting the Chicago loop consists of constructing 
a 290-mile 30-inch line from Griffith, Indiana to 
Sarnia. 


Dealing with the looping in Western Canada 
first, the pipe and horsepower being added will 
increase the capacity of the system from Edmonton 
to Regina from 633,000 barrels per day to 1,000,000 
barrels per day. Sufficient additional capacity for 
1970 operations could probably be obtained by 
installing only 100 miles of the missing 170 miles of 
34-inch pipe and, with the present cost of money, 
it was very tempting to do just that but we de- 
cided to loop out as there is a definite cash advan- 
tage, but not an immediate improvement in earn- 
ings, in looping out in 1969 rather than waiting 
until 1970. 


The reason for this is that a substantial saving in 
fuel and power results from having three lines in 
operation between Edmonton and Superior and 
certain capital costs connected with the installation 
of temporary crossovers are avoided. The pipe 
for the 170 miles of looping is now being fabri- 
cated and the construction contracts have been 
awarded. 


Regarding the 30-inch line from Griffith to 
Sarnia, construction of this line is required in 1969 
to take care of the growth that is now anticipated 
in the Ontario and Buffalo markets. Even with the 
ten temporary stations in operation, the existing 
30-inch line to Sarnia does not have sufficient 
capacity to meet the forecast demand in these 
markets. In addition, as indicated in the Annual 
Report, a substantial saving in fuel and power costs 
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will result from having two lines in operation to 
Sarnia. 


The pipe for this 30-inch line has been ordered, 
the U.S. Presidential Permit to cross the St. Clair 
River has been received and the major construction 
contracts have been awarded. The only concern 
now is the right-of-way. 

Fortunately we started acquiring the right-of 
way for this 290-mile line in 1968 and, as a result, 
now have better than 80% of the mileage. The 
rest is coming very slowly, however, and we are 
having to resort to expropriation proceedings, or 
condemnation proceedings as it is known in the 
United States, under applicable state legislation. 


While this is disturbing, we are confident that 
construction will not be held up and eventually all 
the necessary easements and permits will be ob- 
tained. Further, as has been our experience in the 
past, once the proceedings are over and the pipe is 
in the ground, most of the landowners will con- 
cede that we are not such “bad guys’’ after all. 


Additional financing has, of course, been re- 
quired in order to proceed with this construction 
program. In view of our anticipated cash flow 
this has been arranged in the form of medium term 
bank loans, $50 million for Interprovincial, $20 
million of which is due July 1, 1971, and $35 mil- 
lion for Lakehead. We had intended to go to the 
Canadian long term money market for $20 million 
and had a prospectus well under way when the 
interest rates increased again. This caused us to 
re-examine the situation and we decided to post- 
pone the issue. We think that interest rates will 
improve within the next two years and in the 
meantime we are not paying any more for the $20 
million than we would likely have had to pay ona 
twenty-year debenture issue. 


Now about Alaska. There appears to be no 
doubt that the Prudhoe Bay discovery on the north 
slope of Alaska is a significant discovery. Very 
few oil fields in the world contain five to ten bil- 
lion barrels of oil—and this estimate is believed to 
be conservative. Considerable development work 
still remains to be done but it seems safe to assume 
that some day this production will find its way to 
market, particularly as it is U.S. production. 


Five to ten billion barrels is a lot of oil. To keep 
things in perspective, however, it should be noted 
that the United States and Canada combined are 
today consuming petroleum products at a rate 
greater than five billion barrels per year; and by 
1980 it is conservatively estimated that the demand 
for petroleum products in these two countries will 


be in excess of seven billion barrels per year. 


Of the several methods of transporting this pro- 
duction to market that are being studied and dis- 
cussed, the two receiving the most attention are 
(1) a pipe line across Alaska coupled with a tanker 
movement to the west coast of the United States 
and (2) a tanker movement out of the Arctic through 
the Northwest Passage to the east coast. A com- 
pany has in fact been formed for the purpose of 
constructing a 48-inch pipe line across Alaska to 
be in operation some time in 1972, and a large 
tanker is presently being equipped to operate in 
the Arctic on an experimental basis later this year. 


Neither of these proposals, in our opinion, pose 
a major threat to Interprovincial. The pipe line 
and tanker movement to the west coast of the 
United States could very well have a marked 
effect on the sale of Canadian crude oil on the west 
coast, but we do not think it will have a material 
effect on the sale of Canadian crude in the United 
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States markets that we serve. Canadian crude is 
very much in demand in the U.S. marketing areas 
served by Interprovincial, both as to price and 
quality, and by the time Alaska crude becomes a 
factor, we are confident that the demand for all 
forms of energy will be such that there will be 
room for all. This, of course, is speculation but 
represents our views today. 


Returning to the present, I am pleased to advise 
that deliveries in the first quarter of 1969 averaged 
811,000 barrels per day as compared to 730,000 
barrels per day in the first quarter of 1968. This 
represents an 11° increase over the corresponding 
period in 1968. I would caution, however, that 
this level of throughput will not likely be main- 
tained throughout the year and because of in- 
creased fixed charges, as a result of the 1968 ex- 
pansion program, very little of the additional 
operating revenue will carry through to net in- 
come. 


Consequently, in 1969 an increase in earnings 
will be difficult to achieve. The year 1970 is much 
more promising. Our major capital expenditures 
will be behind us by then and unit fuel and power 
costs will be considerably reduced. 


Constructing a second line from Superior to 
Sarnia via Chicago over a two-year period, rather 
than looping as required along the original right- 
of-way, represents a substantial pre-investment of 
capital. We are confident, however, that the ex- 
penditure is justified and that it will not be very 
long before the new line is earning its way. 


The next dividend is due the first of June. Just 
prior to this meeting your Board declared a second 
quarterly dividend of 18¢ per share payable June 2 


to shareholders of record on May 1. 
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PRESS RELEASE 


FOR IMMEDIATE RE 


Interprovincial Pipe Line Company's expansion plans for 1969 

were announced today. To be in a position to meet the anticipated demand 
for Western Canadian crude oil in 1970, the company has decided to complete 
its third line between Edmonton and Superior and to complete its Superior-—- 


Chicago-Sarnia loop. 


Completing the third line between Edmonton and Superior will 
involve the installation of 170 miles of 34-inch pipe in six sections 
between Edmonton and Regina; and completing the Chicago loop will consist 
of constructing a 290-mile 30-inch line from Griffith, Indiana to Sarnia, 


Ontario. 


The balance of the $75 million expansion program consists of a 
217,000 barrel tank at Edmonton; extensive modifications to the Edmonton 
and Superior tank farms to increase their pump-out capacity; additional 
pumping units at six existing pumping stations; and a new pumping station 
on the 34-inch line which is now under construction from Superior to 


Griftti th. 


The facilities being added in Canada are subject to the approval 


of the National. Energy Board. 
INTERPROVINCIAL PIPE LINE COMPANY 


De Geamwaldon 
President 


TORONTO, ONTARIO 
“September 27, 19638-— 
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PRESIDENT'S REMARKS 
Ladies and Gentlemen: 


fi This is the 20th Annual General Meeting of Shareholders of 


Ty 


fo 
Cinterprovincial Pipesnine Company and is the first meeting at which I 
eye a the privilege - and responsibility - of presiding. It hardly 
seems possible that twenty years have passed since the company was 
incorporated [by Special Act of Parliament in April 1949] but this must 
be the case as the balance of the original twenty-year bonds fall due 


at the end of the year. The interest rate on these bonds is 3 1/22. 


How times -have changed! 


The first Annual General Meeting of Shareholders was held in 
the offices of the Royal Trust Company in Toronto on April 14, 1950. 
Dr. Oliver Hopkins - the company's first president - presided and the 
records show that thirteen of the then fifteen shareholders were present 
in person or represented by proxy. Only one debenture holder had converted 
to stock by that time and he had failed to send in his proxy. The other 
missing proxy was that of one of the original oil company shareholders. 
Their representative was present - as a matter of fact he was a director 
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It is to be recalled that only a few shares were issued 
initially. The original equity was raised almost entirely by the sale 


of 4% convertible debentures. 


Tom Johnston and Denzil Walker were directors at that time. 
The rest of us joined the board later - some of us exceedingly more 


recently than others. 
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At that first meeting Dr. Hopkins reported on the status of 
the financing that the then new company had arranged. He also 
commented on right-of-way procurement - pipe deliveries - and the 
contracts that had been awarded for the construction that was about to 
begin. In this respect, things have not changed very much. Later in 
my remarks I will have something to say on all these subjects - as they 
relate to the current years' expansion plans. I will also have something 


to say on the Alaska discovery and the effect it might have on 


Interprovincial's operations. 


But first a few words about 1968. In most respects 1968 was 
the most successful year in the company's history. More oil than ever 
before was transported - a major expansion program was undertaken and 
largely completed - and the modest increase in earnings forecast at this 
time last year - did materialize. In this latter connection, I cannot 
resist reiterating what is stated in ie Annual Report - namely —- had 
income taxes remained at the same rates as in 1967 - net income would 


have been 98¢ per share rather than 92¢ per share. 


As indicated in the table on page 7 of the Annual Report) - 
Ontario continued to be our largest market, averaging 339,000 barrels 
per day. The increase in deliveries in the United States to 271,000 
barrels per day was also gratifying - and is about what we anticipated. 
There is no question, however, that exports would have been higher had 
the United States refineries been free to import all the Canadian crude 


they wished to run. 


wes 
id ivy 
As i 


aaa 


yt Fa 


Ms * i Mi he 7‘ 


4 
‘ we 


wth i 


Lu Cae ? 
i a % whe : 


7% “ithe 


ie.) 


SP 


The United States refineries east of the Rocky Mountains are 
not free to import all the refinery feed stocks they wish, however. In 
accordance with the terms of the U.S. Oil Import Policy, total imports 
into Districts, to, Vein anveeivet wear Lromga Wi sourcess= including 
Canada - are limited to 12.2% of estimated U.S. domestic Production: in 
those districts. Canadian crude enjoys special status under this policy 
- by virtue of the overland exemption clause - but it was always understood 
that restraint would be shown and that the growth in imports from Canada 
would be orderly. The alternative would likely be a quota system which 


would be much more rigid. 


This arrangement did not work out to the entire satisfaction 
of the United States authorities, however, as became evident early in 
1967 when our line to Chicago was proposed - as part of the Canadian oil 
industry's efforts to further increase sales of Canadian crude in the 
United States. Sales could not be increased unless our facilities east 
of Superior were expanded. The result was that the Canadian government 
found it necessary to assure the United States authorities that it would 
use its best offices to restrict the growth in exports up to and including 


1971 to what appeared at that time to be a reasonable level. 


The volumes agreed to are stipulated in the exchange of diplomatic 
notes that took place between Ottawa and Washington in September 1967 
which recently became public documents. The Canadian authorities also 
found it necessary to agree that no sales would be made in the Chicago 


area before 1970, and Interprovincial in turn was required to assure the 
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Canadian government that its proposed loop via Chicago was economically 
viable without deliveries in Chicago initially - and that it was prepared 
to not connect with the Chicago refineries or quote tariffs to Chicago 


before 1970. 


This the company agreed to do as the "loop" concept is 
economically sound without deliveries in Chicago initially; and we 
were - and still are - convinced that a substantial market for Canadian 
crude exists in the Chicago area. We are also hopeful that the present 
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Our confidence in a market for Canadian crude in Chicago was 
not long in being confirmed as evidenced by the complaint that Clark Oil 
& Refining Company has filed with the United States Interstate Commerce 
Commission. Clark operates a 65,000 barrel per day refinery in the Chicago 
area and notwithstanding the fact that they are a substantial shareholder 
in Capline - they want some Canadian crude - and they are not prepared to 
wait until 1970. What they are doing is challenging the validity of the 
intergovernmental agreement. The hearing is scheduled for April 14 in 


Washington and we are of course preparing to defend. 


At this point I would like to make it clear that while we knew 
that discussions were taking place - and that some kind of agreement was 
eventually entered into — we were not privy to the details. All we were 
told by the Canadian authorities was that the minimum export quantities 
we had specified as being necessary in order for us to proceed with our 
loop via Chicago would be possible - providing the demand continued - and 


an indication of the growth in exports that would be acceptable to the 


Pus , 


aT bis s \ 
a ‘ 4 ‘one bo fi be i ‘ 
eo) FA GTS RT eee 
ee we ee 


Ia, att Gein HA ete ‘i Dee J, gs ae i a a HD AS eae aa oe ye Me n i i resis he as ik 1a 
. ile deetin Ba Ns ah A , iy an ‘t hie are ai RY aa Pipe ‘ee ih. 

| a | Tee, ‘il 

Ce ae 


A i Ved 
j Te: h i 
eM. r J et 7) ri 
t * d ey: " _ p i , 4 
my it ; ine 8 
Mi "1 } iY Ai iy 
Ce eas Pitcgs hie ASE Bod : 
y ; an i aly tee a 
my 
' i i i ie gen if " Kt fg rhea P 
F 7, Wet ae Stan's yy ane, \ 
4 Da : t in aire fh) } a Vo di i 
rr x f ¥ ‘ee } 
hc et ee 


} 
ai Y, 
ake 


i 


age 


if ‘key 7 
wus 


United States authorities through 1971. Our own appraisal of the 
Situation, compiled from information furnished by the shippers - and 
an independent study conducted by Stanford Research Institute - indicated 


that the demand was certainly there. 


In any event having seen what could happen when the Middle 
East situation flared up in 1967 - and realizing that at the worst the 
Chicago loop would represent a pre-investment of funds - we decided to 
go ahead with the first step of the new loop in 1968 - nemely, a 34-inch 


line from Superior to Chicago’. 


As reported in the Annual Report, except for some clean-up 
work, the line to Chicago - actually to Tecumseh Pipe Line Company's 
terminal near Griffith, Indiana, was completed towards the end of the 
year. Oil is now being delivered to the Detroit-Toledo refineries by 
connecting carriers via this line as well as by the company's northern 
line via the Straits of Mackinac. This has freed space in the northern 


line for increased deliveries in Upper Michigan, Ontario and Buffalo. 


The last) thing toebe completed on the Chicago line?was. the 
overhead crossing of the Chicago Sanitary and Ship Canal, which turned 
out to be much more complex and costly that we had anticipated. Two 
34-inch lines were arched across the canal - one supporting the other. 
The arch is roughly 300 feet long and is 95 feet above the water. It 
weighs 105 tons. It was not as difficult’ a crossing as the 4 1/2 mile 
crossing of the Straits of Mackinac on the northern route - but it is 
still quite an engineering feat - particularly as traffic on the canal 


could only be stopped for very short periods. 
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Regarding our plans form 1969.) To continue to be in a position 
to meet the increasing demand for Canadian crude - another major expansion 
program is required in 1969. Capital expenditures are estimated at 


Sif Mal bon. 


As announced in September and outlined in the Annual Report, 
the two major projects consist of completing the third line between 
Edmonton and Superior - and completing the second line between Superior 
and Sarnia. The first mentioned requires. the installation of 170 miles 
of 34-inch pipe in six sections between Edmonton and Regina - and 
completing the Chicago loop consists of constructing a 290-mile 30-inch 


hone frome GEitiich, indians, to Sarnia, 


Dealing with the looping in Western Canada first, the pipe and 
horsepower being added will increase the capacity of the system from 
Edmonton to Regina from 633,000 barrels per day to 1,000,000 barrels per 
day. Sufficient additional capacity for 1970 operations could probably 
be obtained by installing only 100 miles of the missing 170 miles of 
34-inch pipe - and with the present cost of money, it was very tempting 
to do just that - but we decided to loop out as there is a definite cash 
advantage - but not an immediate improvement in earnings - in looping out 


in LIGo rathersthan waiting wntil 1970. 


The reason for this is that a substantial saving in fuel and 
power results from having three lines in operation between Edmonton and 
Superior and certain capital costs connected with the installation of 
temporary crossovers are avoided. The pipe for the 170 miles of looping 


is now being fabricated and the construction contracts have been awarded. 
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As regards the 30-inch line from Griffith to Sarnia, construction 
of this line is required in 1969 to take care of the growth that is now 
anticipated in the Ontario and Buffalo markets. Even with the ten 
temporary stations in operation, the existing 30-inch line to Sarnia 
does not have sufficient capacity to meet the forecast demand in these 
markets. In addition, as indicated in the Annual Report, a substantial 
saving in fuel and power costs will result from having two lines in 


operation to Sarnia. 


The pipe for this 30-inch line has been ordered - the U.S. 
Presidential Permit to cross the St. Clair River has been received - 
and the major construction contracts have been awarded. The only concern 


now is the right-of-way. 


Fortunately we started acquiring the right-of-way for this 
290-mile line in 1968 and as a result now have better than 80% of the 
mileage. The rest is coming very slowly, however, and we are having 
to resort to expropriation proceedings - or condemnation proceedings 


as it is known in the United States - under applicable state legislation. 


While this is disturbing, we are confident that construction 
will not be held up and eventually all the necessary easements and permits 
will be obtained. Further, as has-been our experience in the past, once 
the proceedings are over and the pipe is in the ground, most of the 


landowners will concede that we are not such bad guys after all. 


he 


Additional financing has, of course, been required in order to 
proceed with this construction program. In view of our anticipated cash 
flow - this has been arranged in the form of medium term bank loans - 
vo0 million forfeinterprovincial, o20 million ot which is due July 1, 1972 
- and $35 million for Lakehead. We had intended to go to the Canadian 
long term money market for $20 million - and had a prospectus well under 
way - when the interest rates increased again. This caused us to 
re-examine the situation and we decided to postpone the issue. We think 
that interest rates will improve within the next two years and in the 
meantime we are not paying any more for the $20 million than we would 


likely have had to pay on a twenty-year debenture issue. 


Now about Alaska. There appears to be no doubt that the 
Prudhoe Bay discovery on the north slope of Alaska is a significant 
discovery. Very few oil fields in’ the world contain five to’ ten billion 
barrels of oil - and this estimate is believed to be conservative. 
Considerable development work still remains to be done, but it seems 
safe to assume that some day this production will find its way to market 


= particularly as itvis U.S. production. 


Five to ten billion barrels is a lot of oil. To keep things 
in perspective, however, it should be noted that the United States and 
Canada combined is today consuming petroleum products at a rate greater 
than five billion barrels per year. And by 1980 - it is conservatively 
estimated that the demand for petroleum products in these two countries 


will be in excess of seven billion barrels per year. 
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Of the several methods of transporting this production to 
market that are being studied and discussed, the two receiving the most 
attention are (1) a pipe line across Alaska coupled with a tanker movement 
to the west coast of the United States and (2) a tanker movement out of 
the Arctic through the Northwest Passage to the east coast. A company 
has in fact been formed for the purpose of constructing a 48-inch pipe 
line across Alaska to be in operation some time in 1972, and a large 
tanker is presently being equipped to operate in the Arctic on an experimental 


basis later this year. 


Neither of these proposals, in our opinion, pose a major threat 
to Interprovincial. The pipe line and tanker movement to the west coast 
of the United States could very well have a marked effect on the sale of 
Canadian crude oil on the west coast, but we do not think it will have a 
material effect on the sale of Canadian crude in the United States markets 
that we serve. Canadian crude is very much in demand in the U.S. marketing 
areas served by Interprovincial — both as to price and quality - and by 
the time Alaska crude becomes a factor, we are confident that the demand 
for all forms of energy will be such that there will be room for all. 


This, of course, is speculation, but represents our views today. 


Returning to the present, I am pleased to advise that deliveries 
in the first quarter of 1969 averaged 811,000 barrels per day as compared 
to 730,000 barrels per day in the first quarter of 1968. This represents 
an 11% increase over the corresponding period in 1968. I would caution, 


however, that this level of throughput will not likely be maintained 
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throughout the year and because of increased fixed charges — as a result 
of the 1968 expansion program - very little of the additional operating 


revenue will carry through to net income. 


Consequently, in 1969 an increase in earnings will be difficult 
to achieve. The year 1970 is'much more promising. Our major capital 
expenditures will be behind us by then and unit fuel and power costs will 


be considerably reduced. 


Constructing a second line from Superior to Sarnia via Chicago 
over a two-year period rather than looping as required along the original 
right-of-way, represents a substantial pre-investment of capital. We are 
contident, however, that the;expenditure is Justified and that it will not 


be very long before the new line is earning its way. 


The next dividend is due the first of June. Just prior to this 
meeting your Board declared a second quarterly dividend of 18¢ per share 


payable June 2 to shareholders of record on May l. 


} 
yh au 


Table of Contents 


PAGE 

The Pipe Line Transportation System and 
Corporate Information 120 ti4)e9 G10 see e wie 1 
Highlights 2 
Directors’ Report to’ Shareholders. ). §.) 5 bate ayes ae 3-9 
Financial Statements and Notes. . . ... .. . . 410-16 
Auditors’ Report: 5. (086 oi ne ata es ee ee 17 
10h YearjReview.y 7.) eek ed ee LO 
Directors and Officers / 2-41. .fal de ee ea ee eee 
Mop ofthe System... 20 |e oe) Oe ne oe pack cover 


Annual General Meeting—2:30 p.m. April 8, 1970, Ontario Room, 
Royal York Hotel, 100 Front Street, West, Toronto, Ontario. 


INTERPROVINCIAL PIPE LINE COMPANY 


(Incorporated by Special Act of the Parliament of Canada, April 30, 1949) 


The Pipe Line Transportation System (as at December 31, 1969) 


Miles of right-of-way 

Miles of main line pipe . 

Number of pumping stations . 

Installed horsepower—diesel 
—electric . 


Total . 


Line fill, in barrels (provided by shippers) . 


Tankage capacity, in barrels 


Refineries served 


Separate streams of crude oil transported . 


Corporate Information 


EXECUTIVE OFFICE 


7 King Street East 


HEAD OFFICE 
10015—103 Avenue . 


1969 Annual Report 


Canada United States Total 
1,038 1,740 2,778 
2,745 ype sk 5,136 

22 24 46 
44,220 89,560 133,780 
176,150 117,000 293,150) 
220,370 206,560 426,930 
8,643,000 10,317,000 18,960,000 
5,729,000 3,924,000 9,653,000 
18 17. 35 

30 


Toronto, Ontario 


Edmonton, Alberta 


STOCK TRANSFER AGENTS— 


The Royal Trust Company 


Chemical Bank 


Toronto, Montreal, Halifax, Winnipeg, 


Regina, Edmonton, Vancouver 


New York 


Stock REGISTRARS— 


Montreal Trust Company . 


Bank of Montreal Trust Company . 


Toronto, Montreal, Halifax, Winnipeg, 


Regina, Edmonton, Vancouver 


New York 


1969 Highlights 


Percentage 
Increase 
FINANCIAL 1969 1968 (Decrease) 
Transportation Tevet Ucar me me:eae cnn ae $114,465,000 $105,532,000 8.5/5 
Otherancome ata ee eee ee $ 994,000 $ 1,049,000 (5-2) 
Expenses, excludine taxcs i: aman nese: $ 55,862,000 $ 48,081,000 Ge 
Income and other ¢axesia) 4 ee $35.4 71000 $ 35,166,000 —- 
Eatnings...u. Skea ce eee eee $ 24,426,000 $ 23,334,000 4,7 
per SUate” ieee ee ee enor $0.96 $0.92 
Dividends: sae ne a ae $ 18,316,000 $ 18,316,000 = 
per:shate"g2) Sa mermepar ae ek eee $0.72 $0.72 
Gash flow from operations Steam) cs eee: $ 49,137,000 $ 45,864,000 rei 
per sharem Ny ce ae eran pee ee $1.93 $1.80 
Capital Saige GBA hoe eo GG eA $ 70,595,000 $114,189,000 (38.2) 
OPERATING 
Delivesies (batrels*pen day) saci senate 775,971 716,727 8.3 
Barrelpariles (millions). -nqmeaae ante ee net 366,287 337,978 8.4 
Number of employees—December 31 . . . . 603 562 eS 
Investment in plant, per employee .... . $ 974,000 $ 923,000 55 
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150,000 barrel tank 


1969 was another very active year for Interprovincial. 
Due mainly to increased deliveries in the United States, 
a record 283.2 million barrels of crude oil and natural 
gas liquids were transported—nearly 21 million more 
than in 1968—and a major expansion program was 
undertaken and largely completed. Capital expendi- 
tures totalled $70.6 million for an aggregate of $261.5 


million during the last three years. 


The two principal construction projects were the final 
170 miles of 34-inch loops in Western Canada and a 
new 290-mile 30-inch line from Griffith, Indiana to 
Sarnia, Ontario. With the completion of these proj- 


ects the company now has three lines in operation 


between Edmonton and Superior and two lines in op- 
eration between Superior and Sarnia—one via the Straits 
of Mackinac and one via Chicago. Deliveries to re- 


fineries in the Chicago area commenced in January 1970. 


The financial results for 1969 were also gratifying. 
Contrary to earlier expectations net income reached a 


new high of $24.4 million, equivalent to 96¢ per share. 


Of great interest to the company and its shareholders 
will be the final resolution of the oil import policy of 
the United States. The matter has been under review 
by a Presidential Task Force for some time and a de- 


cision is expected shortly. While the short term out- 
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look for exports of Canadian crude to the United States 
is uncertain at this time, with their ever increasing de- 
mand for all forms of energy and continued negotia- 
tions between the two countries, the long term outlook 


appears favourable. 


Also of interest to shareholders are the developments 
on the North Slope of Alaska and the recent discovery 
of oil in the Canadian Arctic near the mouth of the 
Mackenzie River. The Alaska find is unquestionably a 
significant discovery. Very few oil fields in the world 
contain ten billion barrels of oil and this estimate is 
believed to be conservative. Development has not been 
as rapid as first expected however, and it is still too 
early to assess the effect the marketing of this newly 
found production might have on Interprovincial’s 
operations. The Canadian discovery could be of con- 
siderable significance but it will be some time before 


the extent of this find is known. 


HOW INTERPROVINCIALS INCOME WAS USED 
(in millions of dollars ) 
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As previously announced, in June 1969 Interprovincial 


joined with Trans Mountain Oil Pipe Line Company 
and four leading oil companies in forming Mackenzie 
Valley Pipe Line Research Limited. Four additional 
companies have since joined the group. The purpose 
of the company is to determine the technological and 
economic feasibility of constructing and operating a 
large diameter crude oil pipe line from the North Slope 
of Alaska to Edmonton. Such a line would be close to 
1,700 miles in length and preliminary indications on its 
feasibility are promising. The prospects of this line 
being constructed will be further improved if subse- 
quent drilling in the Canadian Arctic results in the dis- 


covery of substantial reserves. 


FINANCIAL REVIEW 


The Consolidated Financial Statements and the Notes, 
appearing on pages 10 through 16, include the accounts 
of Interprovincial Pipe Line Company and its subsidi- 
aries, which are wholly owned. These are Lakehead 


Pipe Line Company, Inc., which owns and operates the 


portion of the pipe line system in the United States, and 
its wholly owned subsidiary, Pipe Line Service Com- 
pany, Inc., which owns Lakehead’s aircraft and radio 
communication system. Interprovincial also has an in- 
active Canadian subsidiary, Interprovincial Pipe Line 


Patrol Company Limited. 


INCOME AND EXPENSES 


Deliveries of crude oil were 8.39% more than in 1968 
while transportation revenue at $114.5 million increased 
8.5%. Other income was approximately the same at 


$1 million. 


Operating and administrative expenses of $25.4 million 
were slightly less than last year. Fuel and power costs 
were $1.5 million less than in 1968 but this was largely 
offset by increased oil losses, salaries and other expenses 
including $227,000 as the company’s share of the ex- 


penses of Mackenzie Valley Pipe Line Research Limited. 


The reduction in fuel and power costs was attributable 
to: a lower throughput to capacity ratio, which resulted 
from prior years’ looping programs carried out be- 
tween Edmonton and Superior; and not requiring the 
full use of the 10 temporary stations on the 30-inch 
line between Superior and Sarnia by utilizing the new 
34-inch line from Superior to Chicago. As a result of 
the completion, late in 1969, of the third line between 
Edmonton and Superior, and the second line between 
Superior and Sarnia via Chicago, it is expected there 
will be a further reduction in unit fuel and power costs 


101970) 


Taxes, other than income taxes, which are primarily 


property taxes, continued to rise. This was due to large 


Superior tank farm 


Tie-in of 34-inch suction line at Superior station 


capital additions and to increased tax rates. The average 
rate paid per $1,000 of investment increased from $14.27 


in 1968 to $16.07 in 1969. 


Depreciation increased substantially as a result of the 
$114.2 million expended on capital additions in 1968. 
Interest expense was 61% higher due to the additional 


debt incurred to finance this construction program. 


EARNINGS AND DIVIDENDS 


Earnings for the year were $24.4 million, equivalent to 
96¢ per share. Comparable figures for 1968 were $23.3 


million and 92¢ per share. 


Regular quarterly dividends of 18¢ per share paid during 
the year totalled $18.3 million and represented 75%, 
of earnings. This is the same quarterly rate that has been 
in effect since 1966. The rate was increased to 20¢ 


per share effective with the March 2, 1970 dividend. 


INCOME TAXES 


Provision for income taxes was lower than in 1968 by 
$2.5 million. The reduction was attributable to: lower 
taxable earnings due to increased interest, property taxes 
and depreciation charges; less United States withhold- 
ing taxes as a result of decreased interest and dividend 
payments from Lakehead; and increased amortization 
of United States deferred investment tax credits arising 


from the 1968 construction program. 


FINANCING 


No additional financing is contemplated in 1970. As 


mentioned in the 1968 Annual Report, arrangements 
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were made for bank financing totalling $85 million in 
1969 to: complete the 1969 construction program, re- 
deem the Series A and B Bonds maturing January 1, 
1970 and refinance the short term bank loan incurred 
during 1968. However, due to increased transportation 
revenue and the timing of the construction program, 
only $80 million was required. For further details, ref- 
erence should be made to Note 3 of Notes to Financial 


Statements. 


TARIFFS 


Interprovincial and Lakehead are engaged exclusively 
in the transportation of crude oil and other liquid hydro- 
carbons by pipe line at established tariffs. Tariffs re- 
mained unchanged throughout the year; however 
effective January 1, 1970, tariffs to the Chicago area 


were published. Rates from the two main receiving 


CRUDE OIL DELIVERIES 
(in thousands of barrels per day) 


[] WESTERN CANADA 


UNITED STATES — 
SUPERIOR AND WEST 


> | UNITED STATES — 
__| EAST OF SUPERIOR 


ae ONTARIO 


1965 1966 1967 1968 1969 


points to the principal delivery points are presently 


as follows: 
Rates for light crudes in 
cents per barrel 
To From 
Edmonton Cromer 
REC are ements era see 20.7¢ —¢ 
Gretta meer er ek 29:5 stile 
leat DrOO Kear. se as 325 16.7 
SUpCHOMM AR puwl et ec al et 36.3 22 
Wetroi) Volcd@ sane) eee 55.0" 42.3% 
@hicisOnr my ae rane ees 5.0) 34.0 
Sania een ee am en 48.0 yes) 
RROrOn LO:arean ae awe ee ee ee 510 40.3 
Dutta Oumar tb cg: ho oot ax 53.0 A238 
* Joint rates with connecting carriers pa 


The Clark Oil & Refining Corporation complaint to 
the Interstate Commerce Commission regarding failure 
of Interprovincial and Lakehead to publish tariffs to 
Chicago was heard by a single Examiner of the Com- 
mission, who found in the companies’ favour. Clark 
appealed to the full Commission and challenged the 
Examiner’s finding that the agreement between the 
United States and Canada, dated September 25, 1967, 
had the status of a treaty. Clark particularly attacked 
the provision in the intergovernmental agreement 
which states that the growth needs of existing cus- 
tomers will be satisfied before new markets are served. 
The complaint was heard by the entire Commission on 


January 21, 1970, and judgment was reserved. 


OPERATIONS 


During the year the volume of crude oil and natural 


gas liquids received into the system averaged a record 


Outdoor electric pumping units at Edmonton station 


785,900 barrels per day—an increase of 7.79% over 1968. 
As noted below, the increased receipts were entirely 
from Alberta with Saskatchewan receipts declining 


slightly and Manitoba remaining unchanged. 


CRUDE OIL RECEIPTS 
(in thousands of barrels per day) 


1969 1968 
Alberta wan eens toe mt 4d 475.5 
Seietrenewerl g 9 Haws 6 no | Re = PATER S 
IMEMATROEEL “35 AG do Be ES es 
Cntari Om naenie qaecart) 0) ho seer 0.5 0.2 
T5o9 729.8 


Deliveries in 1969 averaged 776,000 barrels per day— 
59,300 barrels per day greater than in 1968. Ontario 
continued to be the largest market but most of the 


gain was in deliveries to refineries in the United States 


7. 


34-inch ditching machine 


which increased to 313,200 from 271,300 barrels per 
day in 1968. 


Crube Or DELIVERIES 
(in thousands of barrels per day) 


19691968 
Wester Canada) seamen punemee lino 106.8 
United States 

SUperionand.: WW cst satan mn OD. > 11672 
East of Superior 177.7 eli 
GQ)intariO wae eee ee 351.3 338.6 
776.0 716.7 


Receipts of crude oil exceeded deliveries by 3.6 million 
barrels. Approximately 2.3 million of this difference 
was accounted for as line fill for the newly constructed 
pipe lines. The balance was for increased working 


stocks, losses, and crude oil used as fuel. By year end 
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Restoration of right-of-way following construction 


line fill, which is provided by the shippers, totalled 
18,960,000 barrels. 


1969 REVIEW 


Capital expenditures totalled $70.6 million and increased 


the investment in the pipe line system to $587 million. 


During the year, 170 miles of 34-inch pipe were in- 
stalled in Western Canada. This completed the planned 
stepwise construction ofa third line between Edmonton 
and Superior—a distance of 1,100 miles. The second 
line from Superior to Sarnia via Chicago was also com- 
pleted. The first phase of this project was the con- 
struction of a 34-inch line from Superior to Chicago in 
1968. The final phase was the installation of 290 miles 


of 30-inch pipe between Chicago and Sarnia. Capacity 


of these lines will be increased as required by the instal- 


lation of additional pumping units. 


During the year, four new pumping stations were con- 
structed on the southern line between Superior and 
Sarnia and pumping units were added at eight exist- 
ing stations elsewhere in the system. Construction of 
a new station on the 12-inch line to Buffalo was also 
started during the year. When this station is completed 
and the ten temporary stations on the northern line 
between Superior and Sarnia are completely deacti- 


vated, installed horsepower will total 426,930. 


Three additional tanks were constructed during the 
year, at Edmonton, Griffith and Westover. This in- 


creased tankage capacity to 9,653,000 barrels. 


1970 FORECAST 


The construction program for 1970 is relatively modest 
compared with the last three years and is presently 
estimated at $10.3 million. This amount, together with 
$4.3 million required to complete 1969 projects, will 
result in capital expenditures of $14.6 million. Twenty 
miles of 20-inch loop will be constructed in Ontario 
which will complete approximately one-half of the 
second line between Sarnia and Port Credit. Six addi- 
tional pumping units between Edmonton and Superior 
and four pumping units in Ontario will also be installed 
together with two 290,000-barrel tanks at Edmonton 


and one 217,000-barrel tank at Griffith. 


CAPACITY 


Based on the estimated volumes of light and heavy 
crudes, the average annual physical capacities of the 
various sections of the pipe line system that will be 


available for 1970 and 1971 operations are as follows: 


Line Section In thousands of barrels per day 


1970 1971 
Edmonton-Regina. . . 1,001 1,001 
Resina-Croimer oa) ane: 873 938 
Gromer-Gretma E02 1,045 
Gretna-Superior . . . 983 1,089 
Superior-Sarnia 

via Straits of Mackinac . 538 538 

Superior-Chicago . . . 231 231 
Chicago-Sarnia. . . . 306 306 
Sarmia-PoruCreait ane 287 316 
Westover-Buffalo . . . 90 90 


GENERAL 


Mr. D. R. Walker resigned from the Board of 
Directors in June and Mr. W. P. Wilder, President and 
Director of Wood Gundy Securities Limited, was 
appointed to fill his unexpired term. In January 1970 
Mr. Trevor F. Moore resigned and was replaced by 
Mr. J. G. Livingstone, a Vice-President and Director 
of Imperial Oil Limited. Both Mr. Walker and 
Mr. Moore were directors for almost twenty years 
and made important contributions to the success of 


the company, particularly in the financial field. 


A consistent factor in the growth and success of the 
company is the high standard of performance of all 
employees. The directors and management once again 
welcome this opportunity of expressing their appre- 


ciation for this essential contribution. 


On behalf of the Board of Directors 


Akh —> 


President 
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INTERPROVINCIAL PIPE LINE COMPANY and subsidiary companies 


Consolidated statement of source and application of funds (canadian dollars) 


Year ended December 31 
1969 1968 
Funds were provided from the following sources: (Note 3) 

Earnings for the year aes 2) =. ee a $ 24,426,000 $ 23,334,000 
Add—Non-cash charges to earnings: 

Deprectation and amortization, (Note 2) ess as 16,070,000 13,677,000 

Deferred income taxes. (Note 4) (ests ne a 7,883,000 4,706,000 

Deferred investment tax credi¢anet\Notes>) mim it= an aanr mere 608,000 3,904,000 

Others ove) ask ee lee ot ee ae Be aces ee 150,000 243,000 


Funds provided tionmioperatiOnsms ms esse a ace ee ee 49,137,000 45,864,000 


Long term debt (Note 3): 


Bank loans— 
Interproyincial Pipe. Line Compatyan- me hen: 18,800,000 11,200,000 
Lakehead (Pipe: line-Comipatiy, ic eae ee 37,731,000 — 
Debentures issued by Lakehead Pipe Line Company, lnc sue ne — 80,755,000 
Income tax recoverable INote.>) = ema amen ne ee 1,189,000 1,765,000 
Othereransictions, neti =... 20, een 503,000 212,000 


107,360,000 139,796,000 


Funds were expended for the following: 


Dividends: 05 Aine: 4 py ea 18,316,000 18,316,000 
Long term debt retired or included in current liabilities) 7 ee 14,817,000 9,676,000 
Additions: to! pipe line transportation systctri mimes anna 70,595,000 114,189,000 
Cost ofissuing long term debt aaa mene — 1,460,000 


103,728,000 143,641,000 


Ghangenn qworking capital (decrease) saa eae ee 3,632,000 (3,845,000) 


Working capital (deficit) at beginning of year. 2. 1... ee (14,122,000) (10,277,000) 


Workingrcopital (depictt\"atrend of yect enna ne $ (10,490,000) — $ (14,122,000) 


The accompanying notes are part of the financial statements. 
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Consolidated statement of earnings (canadian dollars) 


Income: 


iPpaaspoctalionerevenuew a ui. 2e. Mba ate 2a ce eet eee Cetera, fae 


Other income 


Expenses: 
Operating and administrative 
Taxes, other than income taxes 
Provision for depreciation (Note 2) 
Interest on long term debt 
Loss on foreign exchange (Note 1) 


Amortization of facilities to be retired (Note 2) 


Earnings before income taxes 


Provision for income taxes: 


Current 


[etersce (UNOte +l tae ae aise os eo ees he ope to ae 


Deferred investment tax credit, net (Note 5) 


Earnings for the year 


Earnings per share 


Consolidated statement of retained earnings (Canadian dollars) 


Year ended December 31 


Balance at beginning of year 


ero Se Olt GeV CAL ame ananitn vits try hut ae aie ae gees Sn Ries eae (ee 


Dividends paid—$0.72 per share 
Balance at end of year 


The accompanying notes are part of the financial statements. 


1969 1968 
$114,465,000 — $105,532,000 
994,000 1,049,000 
115,459,000 106,581,000 
25,404,000 25,665,000 
8,338,000 5,789,000 
15,525,000 13,132,000 
13,898,000 8,608,000 
490,000 131,000 
545,000 545,000 
64,200,000 53,870,000 
51,259,000 52,711,000 
18,342,000 20,767,000 
7,883,000 4,706,000 
608,000 3,904,000 
26,833,000 29,377,000 
$ 24,426,000  $ 23,334,000 

$0.96 $0.92 


Year ended December 31 


1969 1968 
$ 58,487,000 $53,469,000 
24,426,000 23,334,000 
82,913,000 76,803,000 
18,316,000 18,316,000 
$ 64,597,000  $ 58,487,000 
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INTERPROVINCIAL PIPE LINE COMPANY 


and subsidiary companies 


Consolidated balance sheet (canadian dollars) 


ASSETS 


Current Assets: 


Cash 


Term deposits with Canadian chartered banks 
Short term investments, at cost which is equivalent to market... .... . 
Accounts receivable— 
‘Pransportationse hat@essm arm, esas ee en eee ee 
Income taxtrecoverable(Note.5) symm maar ieee rn ee 


om ep hey Web) cel) eel pel. ee epaio; | my math gist “ue; Mote yaieg | ute\e loin vel Beiet Gee! | oy lets (eM fol ot Mitel No(in(ewmn tein its 


Deposit for bond interest due January 1 


Inventory of materials and supplies, at cost 


Prepaid expenses 


Other Assets and Deferred Charges: 
Unamortized discount and expense on long term debt 


Other 


Ce ae me ee eee oe iC Meee Nemeth eh ak Mary och OTe Ce eevee SOPs A. ee oo OU 


Pipe Line Transportation System, at cost (Note 2) 


Less—Accumulated depreciation 


The accompanying notes are part of the financial statements. 
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December 31 


1969 


$ 2,370,000 


1968 


$ 1,610,000 


2,415,000 1,902,000 
3,304,000 2,078,000 
8,439,000 6,904,000 
1,189,000 1,765,000 
1,369,000 1,126,000 
= 326,000 
2,185,000 2,082,000 
565,000 343,000 
21,836,000 18,136,000 
2,540,000 2,678,000 
635,000 730,000 
3,175,000 3,408,000 
587,340,000 518,799,000 
152,015,000 137,584,000 
435,325,000 381,215,000 
$460,336,000 $402,759,000 


LIABILITIES 


Current Liabilities: 


PICO OUM ESSAY AD Chase Su toh 8G os 6M 7 Wenn ia eee, 


terest accrued, —.. 2 6 4.05 SY wo ke ace oo we. 


MeO OMICHMEDEULNINOLE OG). aon & note 8 A ge Ae eden ele @ 
Decired tncomend axes (Note 4)! . sk 2 es he ee ee 


Deferred Investment Tax Credit (Note5) 2.4. . 524.46... 


Shareholders’ Equity: 
Capital stock (Note 6)— 
Authorized—$100,000,000 divided into 100,000,000 


shares, par value $1 each 


Isstied- 1969-75, 438.960 shares. 2 2 5 5 Gos es we 
BOO 22,5458 ,030) Sal CS ma cere eee a 
Contributed surplus—premium on shares (Note 6)... 2... 


Ue talite ORean VSB ia yates 28s iy Rh ss ond oe Up ga 


Approved on Behalf of the Board: 


MW Ke Director 


5% Ahglsy— Director 


December 31 


1969 1968 
(Note 3) 

$ 5,895,000 $ 7,886,000 
3,614,000 3,387,000 
7,791,000 11,108,000 
15,026,000 9,877,000 
32,326,000 32,258,000 
265,184,000 223,470,000 
42,457,000 34,574,000 
10,257,000 8,457,000 

25,439,000 — 

— 25,439,000 
20,076,000 20,074,000 
64,597,000 58,487,000 

110,112,000 104,000,000 
$460,336,000 $402,759,000 
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INTERPROVINCIAL PIPE LINE COMPANY and subsidiary companies 


Notes to consolidated financial statements (canadian dollars) 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of Interprovincial Pipe Line Company and its wholly owned subsidiaries. These 
are Interprovincial Pipe Line Patrol Company Limited in Canada and Lakehead Pipe Line Company, Inc., and its subsidiary, Pipe Line 


Service Company, Inc. in the United States. 


United States dollar amounts have been translated into Canadian dollars on the following bases: 
Current assets and liabilities—at the rate of exchange December 31; 


Other assets and liabilities—at historical rates of exchange except for accumulated depreciation which is translated on the basis of 


equivalent Canadian dollar cost of the related fixed assets; 


Income and expenses—at monthly rates of exchange except provision for depreciation which is translated on the same basis as the 


related fixed assets. 


Net losses arising from the foregoing methods are shown on the Consolidated Statement of Earnings as Loss on foreign exchange. 


2. PIPE LINE TRANSPORTATION SYSTEM: 
PROVISION FOR DEPRECIATION: 
AMORTIZATION OF FACILITIES TO BE RETIRED: 


The pipe line transportation system and accumulated depreciation by major classes are as follows: 


Investment, Accumulated Net investment 
at cost depreciation December 31 
December 31, 1969 1969 1968 
(in thousands of dollars) 

Lali eee ts Reed pc ee PR ee Rg ree hai ee Oe ee ne eS BF $ — $ 1,371 ka Op he) 
Rights- Otway Gc. Go aera ee fre arava oe See OR O87 1,869 10,891 5,682 
ice (our ae eee ee ee eer ee Sa Le nln ey kee eg ZESOE! 114,506 338,494 293,376 
Pumping cqnipment, buildings and tanks mee ee eee eee en 5. 00) 35,640 80,250 75,651 
Construction in progress a er et ee ee are ee Pe ee 4,319 — 4,319 5,187 

$587,340 $152,015 $435,325 $381,215 


The companies’ policy is to provide for depreciation of fixed assets on the straight line method, at annual rates which will amortize the cost 


of depreciable properties over their estimated service lives, after taking into account possible salvage values. 


As the result of studies of the service lives and salvage values of various components of the pipe line system the companies, with the approval 
of regulatory bodies, adjusted their depreciation rates and thus the average annual depreciation rate for the pipe line transportation system 


was reduced for 1969 from 3.2% to 3.0%. This change had no significant effect on earnings. 


It is the companies’ policy to capitalize interest during the construction period on funds borrowed specifically for additions to the pipe line 
transportation system. This amounted to $2,220,000 during 1969. 
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Certain temporary pumping facilities constructed in 1967 on the 30-inch pipe line between Superior, Wisconsin and Port Huron, Michigan 
will be surplus to requirements in early 1970. Installation costs associated with these temporary facilities amounted to $1,090,000 and were 
amortized over two years commencing January 1, 1968. Consequently $545,000 was charged to earnings during 1969 and is shown on the 
Consolidated Statement of Earnings as Amortization of facilities to be retired. The surplus pumping facilities will be retained until required 


elsewhere in the system. 


3. LONG TERM DEBT: 


As a result of long term bank financing arrangements completed in February 1969, Bank Loans ($11,200,000) and Long term debt due within 
one year ($15,013,000) included as current liabilities in the financial statements at December 31, 1968 have been reclassified to Long Term 


Debt in the 1968 comparative figures. 


Particulars of long term debt outstanding at December 31, are as follows: 


1969 1968 
(in thousands of dollars) 
Interprovincial Pipe Line Company— Originally Expressed in Canadian 
issued dollars 
First Mortgage and Collateral Trust Bonds— a 
Setesth—— 3) 7 -auedangary. WAL OVOlse Aus Gus oan, eee cea e ae ks $37,000 Can. MS 45S CS OEY) 
Ba Aye aue january ll 970g x. se cpus Gehan eee, lowe ta, 35,000 U.S. 7,560 9,666 
(Cae ago eM pyelW OUE Ree Olan Pe ted tu ARS  oene sm, Se. ae Pheer Ce 60,000 U.S. 24,076 27,780 
DES Sy ey onl Soot oel IEE eee aoe ene or 5 kare i eee 30,000 U.S. 13,788 153525 
bao auew\ pil (i985 a5 am sty eens = eRe ego h) AN, Canes 22000K@ame 11,340 11,670 
Sinking Fund Debentures— 
SSRN 07 fe CON Ohio anlar aly MCG a) yo poe 6 ss 4 Seo eae 35,000 Can. 34,749 35,000 
Bank Loans— 
SOOO OOO trepayapie by fulyed OF hoe tay eco co see ed “Queen Goce a oes 20,000 11,200 
$25,000,000 available, repayable over a six-year period commencing in 1971 .... 10,000 — 
Lakehead Pipe Line Company, Inc.— 
Sinking Fund Debentures (guaranteed by Interprovincial)— 
SeniesA-—01/,./, cue. August |, 1992). 6 Joes aes. ee kB wk eae 30,000 U.S. 32,298 32,298 
BMT PO ae Apel (541053 © oy meh ge oe. Oa 75,000 U.S. 80,755 80,755 
Bank Loan (guaranteed by Interprovincial)— 
$35,000,000 U.S., repayable over a five-year period commencing in 1970... .. SYA — 
279,750 233,146 
Less—Long term debt due within one year except final payments on Series A and B 
Boudsidue.january 1. 1970 (seo explanation’ below) "<9, <2) )28 a ce ee 14,566 9,676 
$265,184 $223,470 


On January 2; 1970 the balance of $15,000,000 available to Interprovincial from bank loans was drawn down and applied toward final 


payments on the First Mortgage and Collateral Trust Bonds—Series A and Series B. Such final payments are included in Long Term Debt. 


Interprovincial and Lakehead bank loans bear interest based on the prevailing prime bank rates which may vary from time to time. Repay- 


ment of these loans may be accelerated at any time without penalty. 


Principal repayments required on Long Term Debt (including bank loans drawn down January 2, 1970) for the years 1971 through 1974 
expressed in Canadian dollars are. $39,887,000, $20,908,000, $23,698,000 and $20,343,000 respectively. 


4. DEFERRED INCOME TAXES: 


Under Canadian and United States income tax regulations more depreciation may be deducted for tax purposes than the amounts recorded 


in the accounts for Provision for depreciation and Amortization of facilities to be retired (Note 2); also, during construction periods interest 
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capitalized and, in the United States, sales and property taxes capitalized, may be claimed for tax purposes in the year incurred. The com- 
panies are taking advantage of the maximum deductions permitted for tax purposes which results in a deferment of taxes to future years 


when amounts deductible will be less than the depreciation recorded in the accounts. 


5. DEFERRED INVESTMENT TAX CREDIT: 


During the period January 1, 1962 to April 18, 1969 the United States subsidiary companies have been allowed a credit against income 
taxes payable of a specified percentage of the cost of most depreciable assets acquired and placed in service. The investment tax credit has 


been deferred and is being taken into earnings over the life of the related assets. 


Prior to legislation which cancelled the right to this credit effective April 18, 1969, firm contracts had been placed for most of the 1969 
construction program and thus these expenditures are eligible for the investment tax credit. A portion of the credit of $2,616,000 resulting 
from 1969 construction was in excess of the maximum amount allowed as a credit against income taxes currently payable and will be applied 
against taxes paid in prior years with the result that income taxes of $1,189,000 previously paid will be recoverable in 1970. The net charge 
of $608,000 appearing in the Consolidated Statement of Earnings takes into account the foregoing figures and the amortization of amounts 


deferred in prior years. 


6. CAPITAL STOCK: 


Share purchase warrants outstanding entitle the holders to purchase shares of capital stock of the company on or before November 1, 1976 
at $17 per share. During 1969, 125 shares were issued to holders who exercised their warrants, leaving a balance of 872,450 share purchase 
warrants outstanding at December 31, 1969. Cash received from the sale of these shares was credited to Capital stock to the extent of par 


value and the remainder of $2,000 was credited to Contributed surplus. 


Of the authorized and unissued shares in the company, 250,000 shares have been reserved under the Employee Incentive Stock Option Plan 
which was approved at the Annual General Meeting of Shareholders on April 9, 1969 and which terminates ten years thereafter. Under the 
Plan, key employees may be granted options to purchase unissued shares of capital stock exercisable for a period not exceeding ten years 
after the date of granting the options at not less than 90°, of the market price on that date. In 1969 options to purchase 100,000 shares at 
$17 per share were granted of which options to purchase 4,500 shares have terminated under terms of the Plan. Options outstanding at 
December 31, 1969 are exercisable after April 8, 1970 and expire April 8, 1979. 


7. PENSION PLANS: 


The companies’ pension plans, which cover substantially all employees, were revised for both past and future service effective January 1, 
1966 and January 1, 1968. The actuarial liability for past service benefits arising from these revisions, in the principal amount of $2,796,000 
at the dates of the revisions, together with interest, will be amortized by charges to earnings over a period of up to twenty years. The total 


expense of these plans in 1969 amounted to $588,000 of which $126,000 is applicable to past service benefits. 


8. MICHIGAN FRANCHISE TAX: 


The State of Michigan has issued assessments against Lakehead for franchise taxes for the years 1957 through 1969. This tax imposes an 
annual fee upon all corporations for the privilege of doing business in Michigan. Counsel has advised that the assessments are unconstitu- 
tional when imposed on corporations engaged solely in interstate and foreign commerce. Lakehead has commenced litigation against the 


State of Michigan to have the assessment set aside. 


Pending determination of the issue, the company has been providing annually for the taxes and interest involved which amounts to $682,000 


(after income tax) at December 31, 1969 of which $126,000 was provided in the current year. 


9. REMUNERATION OF DIRECTORS: 


The total amount deducted on the Consolidated Statement of Earnings for remuneration paid to directors, including a salaried director, 
was $75,000. 
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INTERPROVINCIAL PIPE LINE COMPANY 


and subsidiary companies 


Auditors’ Report 


To the Shareholders of 


INTERPROVINCIAL PIPE LINE COMPANY: 


We have examined the consolidated balance sheet of Interprovincial Pipe Line 
Company and subsidiary companies as at December 31, 1969 and the consolidated 
statements of earnings, retained earnings and source and application of funds for 
the year then ended. Our examination was made in conformity with generally 
accepted auditing standards and accordingly included such tests of the accounting 
records and such other auditing procedures as we considered necessary in the 


circumstances. 


In our opinion these consolidated financial statements present fairly the 
financial position of the companies as at December 31, 1969 and the results of their 
operations and the source and application of their funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. 


Edmonton, Alberta, Stes Wo am 


February 9, 1970. Chartered Accountants. 
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INTERPROVINCIAL PIPE LINE COMPANY and subsidiary companies 


Ten Year Review 


FINANCIAL 


(in thousands of dollars except per share amounts) 


OPERATING 
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Income 

Expenses . 

Income taxes 

Earnings 
per share . 

Dividends paid 
per share . 
percentage of earnings 


Working capital (deficit) 


Cash flow from operations 
per share . 


Additions to pipe line transportation system . 
Investment in pipe line transportation system (cost) 
Investment in pipe line transportation system (net) 


Long’ term debt®= <a (po es oe 


Shares outstanding at year end (thousands) 
Shareholders 


RECEIPTS OF CRUDE OIL FROM: (barrels per day) 
Alberta 
Saskatchewan . 
Manitoba . 
Ontario 
United States . 


DELIVERIES OF CruDE Or To: (barrels per day) 
Edmonton—for West Coast 
Prairie Provinces ee ee 
United States—Superior and West . 
—East of Superior . 
Ontario 


Barre Mis (millions) . 


Note: Per share amounts and shares outstanding prior to 1967 adjusted for 
five-for-one subdivision of capital stock made in May, 1967. 


1969 1968 1967 1966 1965 1964 1963 1962 1961 1960 


ee sss ee eee 


115,459 106,581 94,441 89,006 80,292 74,983 69,999 66,570 59,227 54,844 
64,200 53,870 45,719 40,599 34,798 32,998 31,013 27,914 25,729 24,029 
26,833 29,377 26,197 25,884 25,157 22,783 21,206 20,977 17,402 15,335 
24,426 23,334 22,525 22,523 20,337 19,202 17,780 17,679 16,096 15,480 

0.96 0.92 0.89 0.89 0.80 0.75 0.70 0.70 0.63 0.61 
18,316 18,316 18,315 18,314 17,551 16,787 15,755 15,491 14,705 14,184 
0.72 0.72 0.72 0.72 0.69 0.66 0.62 0.61 0.58 0.56 
75%, nS, ei, 81%, 86%, 87%, 89% 88%, 1% 92%, 

(10,490)  *(14,122) (10,277) 24,409 = (12,177) Ss (18,572) (16,057) 689 6,821 6,921 

49,137 45,864 39,053 35,286 32,648 30,989 30,443 28,537 25,975 25,458 
1.93 1.80 1.54 1.39 1.28 1.22 1.20 (12 1.02 1.00 
70,595 114,189 76,721 4,513 (iP 7,661 23,453 12,350 3,057 5,440 


587,340 51857199 405,657 334,507 330,676 320,023 312,670 289,465 211,902 274,560 
435,325 Sho Palisy 280,867 216,854 224,765 224,125 226,676 212,805 209,461 215,324 


265,184 *223,470 141,191 119,087 93,663 90,992 100,073 108,378 1155339 1235158 
25,439 25,439 25,439 25,436 25,436 25,436 Zot 25,402 29,062 25,342 
21,996 21,486 18,321 16,290 15,521 14,127 12757 12,582 120259 11,834 


542,093 475,437 386,331 340,263 3135925 271,366 271,610 251,214 241,717 204,434 
Lay faye) 236,613 239,466 245,435 228,777, 216,250 190,281 171,657 146,927 133/528 
17,489 17,524 15,863 14,812 14,110 12,608 10,887 115190 12,611 13,142 
550 205 — — — = — — — — 
— — S002 6,836 4,903 4,487 4,178 125 — = 


785,887 U29s7 19 645,162 607,346 561,713 504,711 476,956 434,184 401,255 351,104 


6,085 6,013 7,634 8,501 14,595 5,015 3,818 7,72 Vaal) 18,175 
105,419 100,819 99,416 98,316 Neyo) 85,300 84,358 82,457 79,162 75,365 
135,451 116,196 ah Sil 94,054 85,318 75,990 63,587 Do, o4l Leva 54,001 
177,746 bse Ove, 114,900 83,928 58,383 52,108 50,916 51,288 39,320 8,890 


351,270 338,624 SE Slots) 320,145 308,226 285,556 267,903 200,087 220,200 193,039 
TOSROTAN TENS AL 637,290 604,944 558,045 503,967 470,582 432,485 399,816 349,470 


366,287 CoN Mis. 289,691 267,354 241,264 221,691 207,724 186,562 170,468 137,483 


Restated to be comparable with 1969 figures. See Note 3 of Notes to Financial Statements. 


ue) 


pataaies 


J. G. Livingstone 
From left to right 


1. R.H. Reid, J. W. Hamilton, J. W. Morgan 
2. R. D. Parker, H. Bridges, W. H. Rea 

3. W. P. Wilder, J. A. Cogan, T. S. Johnston 
4. T. F. Moore, D. G. Waldon 

5, J. Blight, R. B. Burgess, R. K. Heule 


INTERPROVINCIAL PIPE LINE COMPANY 


DIRECTORS 
Borold Endges i) yn Peewee President and Director, Shell Canada Limited, Toronto 
eA Copan etiam <n cos Senior Vice-President and Director, Imperial Oil Limited, Toronto 
ea sHamilton let ae Vice-President and Director, Imperial Oil Limited, Toronto 
erase lobnstom sss - se) Ace Retired, former Chairman of the Board, Interprovincial Pipe 
Line Company, Toronto 
Pac Livinostoney yk es eeene Vice-President and Director, Imperial Oil Limited, Toronto 
[a Wallis\Wiotvanisa 4 Sis ree ere! Vice-President, Gulf Oil Canada Limited, Toronto 
R.D. Parker . . . . Consultant, former Senior Vice-President and Director, The International 
Nickel Company of Canada, Limited, Toronto 
W. Harold Rea. ... . Chairman of the Board, Great Canadian Oil Sands Limited, Toronto 
REL Reidvs pts o President and Managing Director, London Life Insurance Company, 
London, Ontario 
DeGs Waldon <4). 2a. eee President, Interprovincial Pipe Line Company, Toronto 
Web a Waldeneici. aeeral ; President and Director, Wood Gundy Securities Limited, Toronto 


* Appointed January 28, 1970 to fill the vacancy created by the resignation of Mr. Trevor F. Moore. 


OFFICERS 

MGs EC Olea soe nec RIN Lome Set ow caer SHA ere beh ata Aas tae eee President 
Wis Ede tril COM aamenies fla deceit ca Vee he Tiv ue! Sole a Aurela, aah Vice-President 
eB Lichter Mere tet CA urea, Re, aeae heer teats e hoagie sees Sida! RAP, Secretary- Treasurer 
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December 15, 1969 


INTERPROVINCIAL PIPE LINE COMPANY 


Interprovincial Pipe Line Company and its wholly owned subsidiary, Lakehead 
Pipe Line Company, Inc., own and operate the largest crude oil pipe line system 
in the Western Hemisphere - a 1,929 mile line stretching from Redwater, Alberta, 
north of Edmonton, to Port Credit, Ontario, just west of Toronto. 


The system consists of three parallel lines of pipe from Edmonton to 
Superior, Wisconsin; a single line from Superior to Port Credit via northern 
Michigan; a second line from Superior to Sarnia via Chicago; a branch line to 
Buffalo, NewsYork, 


The Company operates as a common carrier and is engaged in the transportation 
of crude oil and other liquid hydrocarbons at established tariffs. 


HISTORY 


Interprovincial Pipe Line Company was incorporated by a special act of the 
Parliament of Canada in 1949. Lakehead Pipe Line Company, Inc., was incorporated 
in the United States in the same year. 


In 1950, the Company constructed a large diameter pipe line from Edmonton 
to Superior. This line, with an extension to Redwater, was 1,128 miles long and 
was in operation by December, 1950. 


Additional construction of loop lines, extensions of the main line, stations, 
tankage or other facilities has taken place each year since 1950. 


SYSTEM HIGHLIGHTS 


1950 -- Original line from Edmonton to Superior, plus a leg from Redwater to 
Edmonton completed in a record 150 days. Total length 1,128 miles. 


1953 -— Line extended from Superior to Sarnia, via Straits of Mackinac, with 30- 
inch pipe. In addition, 134 miles of 24-inch pipe completed between 
Regina and Gretna. 


1957 -- System extended from Sarnia to Port Credit, near Toronto, involving 
construction of 156 miles of 20-inch pipe. In addition looping completed 
between Regina and Superior, giving the system a complete second line on 
this séctioni, | 


1958 -- Second line completed between Edmonton and Regina with addition of 82 
more miles of 24-inch pipe. This completed the second line between 
Edmonton and Superior. 


1962 -- First of 34-inch pipe added between Clearbrook and Deer River, in 
Minnesota, with 39 miles of line looping. 


1963 -- Lateral 12-inch, 92-mile line to Buffalo completed in late spring. The 
34-inch looping program continued, with 166 miles of pipe added -- 41 
miles in Manitoba and 125 miles in Minnesota. 
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1966 -- Work begun on a $4,700,000 modernization program, to include electri- 
fication of pumping stations in Manitoba and remote control of the 
system between Edmonton and Superior. Line looping on this section 
continued. 


1968 -- A 464-mile extension to the Chicago area constructed with 34-inch pipe 
as the first leg*of a loop around Lake Michigan from Superior to Sarnia. 
34-inch line looping continued. 


1969 -- Two major pipe laying projects completed: Chicago loop completed with 
addition of a 290-mile, 30-inch extension from Griffith, Indiana to 
Sarnia, Ontario. The 34-inch line completed between Edmonton and 
Superior giving the company three complete lines between these points. 


RESUME OF PLANNED CONSTRUCTION FOR 1970 


Main Line Addition -- 20 miles of 20-inch loops to be built between Sarnia 
and Port Credit at an estimated cost of $2,250,000. This will give Interprovincial 
a total of 77 miles of second line between these points. 


Station: Horsepower =—*binele® 2,5000hnsps Celectricrunitsotoabe addedgat 
Regina and Glenavon, Saskatchewan and Sarnia, Keyser, Bryanston and Wolverton in 
Ontario. Two 2,000 h.p. electric units to be added at Gretna, Manitoba. 

In the United States, one 4,000 h.p. diesel unit to be added at Viking 
and one 4,000 h.p. electric unit to be added at Deer River. 


Tankage -- Two 290,000-barrel tanks to be constructed at Edmonton and one 
217,000-barrel tank to be built'at Griffith. 


Total projected cost of 1970 construction 510,000,000. 


SYSTEM HIGHLIGHTS (1969 Construction Included) 


Mileage 


1,929 miles first line — Redwater to Port Credit 
1,098 miles second line - Edmonton to Superior 
1,098 miles third line (34') Edmonton to Superior 
100 miles of loop line (16'") near Glenavon, Sask. and Glenboro, Man. 
56 miles loop line (20') - 4 loops between Sarnia and Port Credit 
92 miles extension - Westover, Ontario to Buffalo, New York 
755 miles second line - Superior to Sarnia via Chicago 


TOTAL MILEAGE - 5,128 (Plus 4 miles 
for double 
crossing of 
SEraLts: 0G 
Mackinac) 


Pipe Diameters 


12" - 92 miles 

16" - 428 miles 

18" - 363 miles 

20" - 659 miles 

24" - 772 miles 

26" - 326 miles 

30" - 931 miles 

B4N==" 1.561 miles 
5,132 miles (Including double lines across 
[i eee Se Stralts of Mackinac) 

ibaa Ie aiil 


Testakes™=16,950.409 barrels of ot) to fill’ the line (line fill for 1969 
construction estimated). 


Pumping Stations 


There are 46 pumping stations located at Redwater, Edmonton, Strome, 
Hardisty, Metiskow, (Alberta); Kerrobert, Milden, Loreburn, Craik, Regina, 
Glenavon, (Saskatchewan); Cromer, Souris, Glenboro, Manitou, Gretna, (Manitoba); 
Donaldson, Viking, Plummer, Clearbrook, Deer River, (Minnesota); Superior, Ino 
Saxon, Adams, (Wisconsin); Griffith, (Indiana); Gogebic, Iron River, Rapid River, 
Manistique, Gould City, Mackinaw, Indian River, Lewiston, West Branch, Bay City, 
North Branch, Niles, Marshall, (Michigan); and Sarnia, Keyser, Bryanston, 
Wolverton, Westover and Smithville, (Ontario); Tonawanda, (New York). Total 
pumping horsepower, including 1969 additions, will be 427,590 for 1970 operations 


Tankage 


The company has in operation a total of 93 working tanks at various 
locations along the line, (see map legend) holding a total of 9,707,000 
barrels of oil. These tanks range in size from 14,000 to 217,000 barrels 
capacity and are used to facilitate movement of the batches. 


Administration 


During 1969 Lakehead Pipe Line Company operations were re-organized and 
a new district created to operate the original 30-inch line along the upper 
peninsula of Michigan. Headquarters for the new District 4 was established 
at Manistique. Lakehead now is comprised of four districts, with headquarters 
as follows: District 3, Bemidji, Minnesota; District 4, Manistique, Michigan; 
District 5, Fort Atkinson, Wisconsin and District 6, Bay City, Michigan. 


Employees 


About 590 employees - approximately 205 with Lakehead Pipe Line Company, 
Inc. and 385 with Interprovincial Pipe Line Company. 


scene NG OBEN A I EOE ORG DE a PE 


Housing 


The company owns 53 housing units, rented to certain of its employees in 
locations where normal housing is not available. 


Investments 
As of December 31, 1968 the total investment in plant and equipment was 


$518,799,737 (estimated 1969 expenditures are $75,000,000). Including 1969 
construction, this is $1,006,440 investment per employee. 


Capacity 


Upon completion of the 1969 construction program the capacity of the 
various sections of the pipe line system will be as follows: 


Redwater - Edmonton 96,000 bbls. per day 
Edmonton —- Regina 1,001,000 bbls. per day 
Regina - Cromer 873,000 bbls. per day 
Cromer - Gretna 1,027,000 bbls. per day 
Gretna - superior 983,000 bbls. per day 
Superior - Sarnia (via Straits of 538,000 bbls. per day 
Superior - Chicago Mackinac) 319,000 bbls. per day 
Chicago - Sarnia 319,000 bbls. per day 
Sarnia ="Port Credit 287,000 bbls. per day 
Westover - Buffalo 84,000 bbls. per day 
Operation 


The system delivered 261.6 million barrels of oil in 1968, which 
averaged 716,727 barrels per day. In February, 1969, deliveries reached 
827,211 barrels per day, the highest rate for one month in the company's 
history. At October 31, the average deliveries for the first ten months 
of 1969 stood at 762,846 barrels per day. 


The Interprovincial system is connected with the following gathering 
and/or transmission pipe lines and receives deliveries from them at the 
points indicated: 


Mitsue Pipeline Ltd. Redwater, Alberta 
Britamoil Pipe Line Co. Ltd. Edmonton, Alberta 
Edmonton Pipe Line Co. Ltd. Edmonton, Alberta 
Federated Pipe Lines Ltd. Edmonton, Alberta 
Imperial Pipe Line Co. Ltd. Redwater, Excelsior 
and Edmonton, Alberta 
Peace River Oil Pipe Line Ltd. Edmonton, Alberta 
Pembina Pipe Line Ltd. Edmonton, Alberta 
Nisku Products Pipe Line Co. Litd. Edmonton, Alberta 
Rimbey Pipe Line Co. Ltd. Edmonton, Alberta 
Texaco Explorations Co. Edmonton, Alberta 
Great Canadian Oil Sands Ltd. Edmonton, Alberta 
Gibson Petroleum Company Limited Edmonton, Alberta 


Rainbow Pipe Line Co. Ltd. Edmonton, Alberta 


Gibson Associated Oils Ltd. Hardisty, Alberta 

Husky Pipeline Ltd. Hardisty, Alberta 

Bow River Pipe Line Ltd. Hardisty, Alberta 
Hardisty Storage Pipe Line Co. Hardisty, Alberta 
Mid-Saskatchewan Pipe Lines Ltd. Kerrobert, Saskatchewan 
South Saskatchewan Pipe Lines Co. Regina, Saskatchewan 
Trans-Prairie Pipe Lines Ltd. Cromer, Manitoba 
Westspur Pipe Line Co. Cromer, Manitoba 


The system is connected with the following pipe lines and delivers crude 
oil to them at points indicated. 


Trans Mountain Oil Pipe Line Co. Edmonton, Alberta 

Husky Pipeline Ltd. Hardisty, Alberta 
Saskatoon Pipe Line Ltd. Milden, Saskatchewan 

Gulf (Saskatchewan) Pipe Line Ltd. Stony Beach, Saskatchewan 
Winnipeg Pipe Line Co. Ltd. Gretna, Manitoba 
Minnesota Pipe Line Co. Clearbrook, Minnesota 

Bay Pipe (Line Corp. Bay City, Michigan 
MichigansOnio Pipe ine Ca. Bay City, Michigan 
Buckeye Pipe Line Co. Port Huron, Michigan 
Tecumseh Pipe Line Co. Griffith, Indiana 


The Interprovincial system either directly or in conjunction with its 
connecting carriers transports Western Canadian crude oil to refineries at: 


Saskatoon, Moose Jaw and Regina, Saskatchewan 

Winnipeg, Manitoba 

St. Paul-Minneapolis area and Wrenshall, Minnesota 

Superior, Wisconsin 

West Branch, Alma, Bay City and Rapid River, Michigan and the 
Detroit-Toledo area. 

Sarnia, Clarkson, Gakville and Port) Credit, .Ontario 

Buffalo, New York 


Interprovincial Pipe Line Company 
P.O. Box 398 
Edmonton, Alberta 


December 15, 1969 
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